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Les Explorations Muscocho Limitee 


(Libre de responsabilité personnelle) 


Muscocho Explorations Limited 


(No Personal Liability) 


DIRECTORS REPORT 
(For the Financial Year Ended December 31, 1979) 


Toronto, Ontario 
April 11, 1980 


To The Shareholders of 

Les Explorations Muscocho Limitée 
(Libre de responsabilité personnelle) — 
Muscocho Explorations Limited 

(No Personal Liability) 


Your Directors are pleased to submit herewith the Annual Report of the Company together with 
Financial Statements and the Auditor's Report thereon, for the year ended December 31, 1979. 


The most active of the Company’s projects in 1979 was the Montauban gold property, where 
SOQUEN completed its drilling campaign and acquired a50% interest in the venture. The positive 
results of this work, combined with the increase in the price of gold, have greatly increased the 
potential for a highly profitable mining operation. Steps are being taken to realize this potential as 
quickly as possible, and it is expected that underground development will be underway by May of 
1980. 


Other work during the year included diamond drilling on the Lessard and Bruneau proferties 
and some general exploration elsewhere. 


Financial arrangements of several types were made to advance the Company’s interests in 
1980. Exercise of the sole remaining option netted the treasury $50,000. An agreement was made to 
cover the Company’s share of initial development costs at Montauban by borrowing up to $750,000 
from SOQUEM. And finally, a drilling-fund type of financing has been arranged which is expected to 
provide between a minimum of $3,500,000 and a maximum of over $6,000,000 for work on the 
Company’s properties in 1980 and 1981. 


Respectfully submitted on behalf of the Board. 


J. T. Flanagan 
President 


MONTAUBAN GOLD PROJECT 


The Montauban property, 50 miles west of Quebec City, is being developed as a joint venture by 
the Company and SOQUEM, an exploration company owned by the Quebec government. The Com- 
pany has a50% interest in this project, SOQUEM having exercised its right to acquire the other 50% 
in September, 1979. The property covers 1227 acres and is held under option agreements which can 
be exercised by paying a total of $300,000 to the vendors over a five-year period after the start of 
production. The cost of bringing the mine into production, and operating costs including the pay- 
ments to vendors, will be borne equally by the Company and SOQUEM, and revenue from the 
operation will also be shared equally by them. 


Work on the property in 1979 included completion of drilling on the North Gold Zone by 
SOQUEM, as a result of which geological reserves in this zone were increased to 551,615 short tons 
averaging 0.243 ounces of gold per ton uncut, or 0.205 ounces with all high assays cut to one ounce, 
and 0.63 ounces of silver per ton. No additional work was done on the South Gold Zone where earlier 
drilling had indicated 98,070 tons averaging 0.189 ounces of gold and 1.99 ounces of silver per ton, 
or on the base metal zones where reserves remain at 761,934 tons with an average grade of 3.46% 
zinc, 1.07% lead, 1.13 ounces of silver and 0.016 ounces of gold per ton. 


Engineering and metallurgical studies were carried out by SOQUEM as part of the work required 
to earn a50% interest in the project; after the acquisition of this interest the studies were continued 
by SOQUEM as Manager of the joint venture, subject to a Management Committee on which the 
Company and SOQUEM have equal voting representation. 


The current status of the Montauban project, as of April 11, 1980, is as follows: 


1. Anelectrical sub-station has been purchased and a power line is being run the short distance to 
the mine site by Hydro-Quebec. 


2. Engineering and surface studies, including environmental requirements, are well in hand by 
SOQUEM. 


3. Arrangements have been made with Canadian National Railways for sufficient cars, and a con- 
venient siding for loading them, to ship ore by train to the Louvem mill near Val d’Or, Quebec, 
at an acceptable cost per ton. Ore will be trucked to the siding via a paved highway which 
crosses the property. 


4. A decision in principle has been made by the Management Committee to ship gold-bearing ore 
from the property to the Louvem mill, which is owned by SOQUEM and is presently treating gold 
ore from other mines. The major saving in capital cost which would result from not having to 
build anew mill on the property would more than compensate for the additional transportation 
costs, especially at present high interest rates. Utilization of an existing mill should also result 
in ashorter time period to full production. 


5. Specifications have been drawn up and tenders called for the driving of an 1800-foot decline 
ramp to open up the North Gold Zone underground, and for crosscutting and drifting on three 
levels and the driving of raises to surface in the gold-bearing material. This ““development ore”’ 
will be shipped to the Louvem mill for processing and extraction of the gold and silver, and will 
thereby serve as a bulk sample to evaluate procedures prior to full-scale production. It is ex- 
pected that the contract for the underground development will be let before the end of April, 
with work to begin in May. A progress report will be given at the Annual Meeting of Shareholders 
of the Company on May 12th, 1980. 


6. Results of all previous work on the property are being compiled, to identify target areas for 
future drilling on the South Gold Zone and on extensions of the base metal mineralization. This 
drilling will be directed primarily to outlining additional reserves to extend the life of the gold- 
mining operation, and secondarily to searching for additional base and precious metal zones 
which may be mineable in the future. Intensive study of the geological environment on this 
property has indicated that chances of achieving these objectives are good. 


The cost of the underground development program described above is estimated by SOQUEM at 
$1,477,000. SOQUEM has agreed to lend the Company up to $750,000 to cover the Company’s 50% 
share of these expenditures, repayable with interest in the first year of full commercial production 
from the property. 


The planned rate of full production is 140,000 metric tonnes, or 154,323 short tons, per year. To 
achieve this rate, pre-production expenditures are estimated by SOQUEM at $6,557,000. This in- 
cludes the initial development cost of $1,477,000 already mentioned, so the additional investment 
required to achieve full production is $5,080,000. This includes working capital of $908,000 and does 
not take into account any revenue which may be derived by the joint venture from the milling of 
development ore. 


Muscocho’s share of the additional pre-production expenditures is estimated from the above at 
$2,580,000. It is anticipated that, of this amount, $2,000,000 will be derived from the 1980-81 develop- 
ment and exploration fund described elsewhere in this report, and the balance, mainly initial working 
capital, through short-term bank loans. 


Operating costs, including transportation to the Louvem mill, have been estimated by SOQUEM 
at $42.15 in Canadian funds per metric tonne (2204.6 pounds) of ore. The value of the gold and silver 
recovered will depend largely upon the price at which the gold is sold. The ore value for various gold 
prices, assuming a silver price of $17.00 Canadian per ounce and taking into account mining dilution 
and milling losses, has been estimated as follows, (all figures refer to Canadian dollars and metric 
tonnes, and are for the total operation, in which the Company’s share is 50%). 


Ore Value Operating Profit Annual Operating Profit 
Price of Gold per Tonne per Tonne at 140,000 tonnes per year 
$ 300/o0z. $ 67.29 $ 25.14 ¢ 3,519,600 
$ 400/o0z. $ 87.20 $ 45.05 $ 6,307,000 
$ 500/oz. $107.11 $ 65.96 $ 9,094,400 
$ 600/o0z. $127.02 $ 84.87 $11,881,800 
$ 700/oz. $146.93 $104.78 $14,669,200 
$ 800/o0z. $166.84 $124.69 $17,456,600 
$ 900/oz. $186.75 $144.60 $20,244,000 
$1000/ oz. $206.66 $164.51 $23,031,400 


LESSARD BASE AND PRECIOUS METALS PROJECT 


This property is located 70 miles north of the mining town of Chibougamau, Quebec and is 
accessible by a recently-completed gravel highway from Chibougamau which crosses the property. 


Previous work under a joint venture agreement between the Company and Selco Mining Cor- 
poration Limited resulted in the discovery of a copper-zinc-silver-gold deposit. In February, 1979, 
Conwest Exploration Company Limited agreed to carry out additional diamond drilling on the proper- 
ty and thereby earn an interest in the joint venture. Muscocho retained the right to contribute 20% of 
the cost of this drilling and thereby maintain the Company’s interest in the joint venture at the 
original 20 percent. 


Eleven holes totalling 15,807 feet were drilled by Conwest in 1979, mainly in an effort to locate 
downward and lateral extensions of good-grade mineralization cut by the deepest hole previously 
drilled. Some of the holes did, in fact, intersect extensions of the mineralized zone but the assay 
results were below ore grade. With these low-grade sections excluded, drill-indicated reserves on 
this property have been recalculated by Conwest at 1,051,440 short tons averaging 1.82% copper, 
3.3% zinc and 1.12 ounces of silver and .021 ounces of gold per ton. 


As a result of the work carried out in 1979, Conwest has acquired a 22.7% interest in the joint 
venture while Selco’s interest has been reduced to 57.3%. Muscocho paid its share of the cost of the 
drilling, and the Company ’s interest in the joint venture remains unchanged at 20 per cent. 


At the most recent meeting of the members of the joint venture it was agreed that Muscocho 
would investigate the feasibility of a mining and milling operation based on the presently-indicated 
reserves, with possible outside participation. 


HEBECOURT COPPER MINE 


The Company retains its 15 5/9% interest in this property, on which mining was carried out by 
Noranda Mines Limited in 1976 and 1977 under a lease arrangement. Ore was shipped by truck to the 
Horne mill at Noranda and approximately 100,000 tons containing 3% copper had been extracted 
when production was suspended in March, 1977, to await higher copper prices. 


Noranda still holds its lease on the property, and has recently announced plans to resume pro- 
duction in 1982 at the rate of 500 tons per day. Under terms of the lease, Muscocho and the other 
owners have been paid advance royalties covering 48,000,000 pounds of copper, although only a 
small fraction of this amount has been produced from the deposit to date. Thus, until such time as 
the total copper production exceeds 48 million pounds, the only revenue the Company may expect 
from this operation is a small amount for the low gold and silver content of the ore, and a nominal 
royalty of 0.14% on production. 


BRUNEAU COPPER-GOLD PROPERTY 


The former Bruneau Mine lies 4 miles north of the town of Chibougamau. A small-scale mining 
operation was conducted in 1966 and 1967 by New York and Honduras Rosario Mining Company, the 
ore being trucked to two nearby mills for treatment. Subsequent deep drilling revealed a large 
volume of copper-bearing rocks to a depth of at least 1600 feet below the mine workings. Nine deep 
holes were put down in 1967 after the mine closed, and some of these cut more than 1000 feet of 
low-grade copper mineralization containing sections of up to 3.16% copper over 12 feet as well as 
scattered gold and silver values. No further deep drilling has been done since 1967. 


The Company holds this property on a renewable 21-year lease from Bruneau Mining Corpora- 
tion, a company controlled by Rosario Resources Corporation, under which Bruneau is entitled to a 
royalty of 3% of net smelter returns from all production from the property. 


Eight shallow holes totalling 1732 feet were drilled in 1979 to investigate some interesting gold 
values which had been encountered when the mine was operating but not followed up due to the low 
price of gold then prevailing. The recent drilling has confirmed the prescence of two zones, parallel 
to a previously-mined structure for a length of about 200 feet. One is predominantly a copper zone; 
the other carries spotty gold values with the best intersection assaying 1.50 ounces per ton across a 
width of 4.5 feet. These will be further investigated in 1980. 


The main potential of the Bruneau property lies at depth, in the possibility of large massive 
sulphide deposits of volcanic origin. The widespread disseminated copper encountered in deep drill 
holes lies in volcanic rocks and is indicative of the type of geological environment under which such 
deposits are formed. A major campaign of drilling to search for massive sulphides is warranted and 
is contemplated within the Muscocho 1980-81 program described under‘ FINANCING”. 


ALBANEL LAKE IRON RANGE 


During 1979 the Company acquired 100% title to the Temiscamie East property in which it had 
formerly held a50% interest. This now forms a single block with the Company’s Temiscamie West 
property, covering a five-mile length of some of the best iron deposits of the Albanel Lake Range. 
Potential reserves are sufficient to produce almost 200 million tons of high-grade magnetic con- 
centrates or pellets. Detailed magnetometer surveys were carried out over parts of the property in 
1979 to outline the structure of magnetic beds intersected in previous drilling. Most of the other 
known reserves on the Albanel Iron Range are controlled by the Quebec government through the 
James Bay Development Corporation. For several years now this agency has worked towards a major 
iron ore development which it calls the Feral Project, based on the production of some nine million 
tons of pellets annually from Albanel ore. Recent progress has been slow, due to the depressed 
world market for iron ore, but efforts are continuing. 


The Company’s objective in this area is to participate in such a major development, and further 
diamond drilling is planned to maintain the property in good standing for anumber of years while at 
the same time increasing knowledge of the Company's iron deposits. This necessarily a long-term 


project but could become very important in the future because of the large size of the potential re- 
serves on the Company’s property, equivalent to a gross value of some ten billion dollars at today’s 
prices. 


OTHER PROPERTIES 


No work was done during the year on the Nepton Bay copper-gold zone or the Troilus Lake gold 
vein, but substantial drilling programs are planned for both of these in connection with the 
Muscocho 1980-81 project. The Nepton Bay zone is at least 3900 feet long and has returned drill 
intersections of up to6.28% copper over 20 feet, and 3.5 feet of 1.0 ounce of gold per ton. The Troilus 
Lake vein is narrow but high grade; a 400-foot length and depth averaged 0.75 ounce per ton across 
an average width of two feet. 


FINANCING 


In March 1980 the Company entered into an agreement with the brokerage firm of Mercier/ 
Ouimet/ Masse Inc. of Montreal, under which the latter undertakes to raise from $3,500,000 to 
$5,000,000 through a limited-partnership arrangement similar to that used in oil and gas drilling 
funds. Of this amount, $2,000,000 would be used for pre-production financing of the Company’s 
share of the Montauban gold project. The remainder, after deducting the agents’ commission, would 
be used to finance exploration work, mainly diamond drilling, on the Company’s Bruneau, Nepton 
Bay, Troilus Lake and Albanel Lake properties, and for general exploration and property acquisition 
under the Company’s direction. Investors in the Limited Partnership would be entitled to claim the 
100% deductions for exploration and development expenditures allowed under Canadian income tax 
laws, and to benefit from other tax advantages such as earned depletion allowances, as well as 
special provincial tax writeoffs in some Canadian provinces, notably Quebec. The Limited Partners 
would receive a direct interest in the Bruneau, Nepton Bay and Troilus Lake projects, and in others 
which might be acquired, and would also get, depending upon the price of gold, from 10 to 18% of 
the Company’s share of revenue from the Montauban gold mine. Investors would also receive 
warrants entitling them to purchase up to 500,000 shares from the Company’s treasury at predeter- 
mined prices. 


To facilitate this financing and provide for possible future expansion of the Company’s inter- 
ests, shareholders at the next Annual Generai Meeting will be asked to approve an increase in the 
authorized capitalization of the Company from six million to ten million shares. 


A prospectus is being prepared for the Limited Partnership and it is expected that it will be 
ready for submission to the Securities Commission in Quebec and Ontario in the near future. The 
financing contemplated under this arrangement would amount to a minimum of $3,500,000 and up to 
$6,000,000 or more if all share warrants are exercised. These funds would be expended in 1980 and 
1981 and would thus enable the Company to conduct its most active exploration and development 
program to date. 


Campbell 
Sharp 


CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders of F 
Les Explorations Muscocho Limitee 
(Libre de Responsabilite Personelle) 
Muscocho Explorations Limited 

(No Personal Liability) 

We have examined the balance sheet of Les Explorations Muscocho Limitée 
(Libre de Responsabilite Personelle) Muscocho Explorations Limited (No Personal Liabil- 
ity) as at December 31, 1979 and the statements of loss and deficit, deferred exploration 
and administrative expenditures, and changes in financial position for the year then 
ended and have obtained all the information and explanations we have required. Our 
examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 

In our opinion, according to the best of our information, the explanations 
given to us and as shown by the books of the company, these financial statements are 
properly drawn up so as to exhibit a true and correct view of the state of affairs of the 
company as at December 31, 1979 and the results of its operations and changes in its 


finaneial position for the year then ended, in accordance with generally accepted 


accounting principles applied on a basis consistent with that of the preceding year. 


4 | : 
ae ee Sharp 
POronGgo, Canada 


February 29, 1980 Chartered Accountants 


LES EXPLORATIONS MUSCOCHO LIMITEE 
(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 
(Incorporated under the Quebec Mining Companies Act) 
BALANCE SHEET 
DECEMBER 31, 1979 


1979 1978 
ASSETS 
CURRENT 
Cash $ = $ 1,085 
Deposit receipts 100,000 185,000 
Accrued interest 1,920 872 
Prepaid expenses 100 100 
102,020 187,057 
MINING PROPERTIES AND RELATED 
EXPENDITURES 
Unpatented mining claims (Notes 2 and 3) 81,853 139,062 
Deferred exploration and administrative 
expenditures 977 , 292 849 , 358 
1,059,145 988 , 420 
INVESTMENTS AND ADVANCE (Note 4) S701 314,355 


AUTOMOTIVE EQUIPMENT, at cost 
less accumulated depreciation of $2,500 


7,900 


$1,485, 856 


1 


$1,489, 833 


LIABILITIES 
CURRENT 
Bank indebtedness $ 2,110 - 
Accounts payable and accrued liabilities 34,094 12,862 
Advances from shareholder 40 ,999 41,589 
77,203 94,451 
LONG-TERM DEBT (Note 5) 112,000 112,000 
DEFERRED INCOME TAXES 83,200 93,500 
SHAREHOLDERS' EQUITY 
CAPITAL STOCK 
Authorized 
6,000,000 Shares with a par value 
of $1 each 
Issued 
5,415,816 Shares (Note 6) 1,350,599 1,350,599 
DEFICIT 137,146 120,717 


On behalf of the Board J.T. Hanagan 


Director 


J. McAdam 
Director 


1,213,453 


$1, 485 , 856 


1,229,882 


$1,489 , 833 


Camnhell Sharn 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


STATEMENT OF LOSS AND DEFICIT 
FOR THE-YEAR ENDED DECEMBER 31, 1979 


£979 
INCOME 
Royalty : 
Interest 16,904 
16,904 
EXPENSES 
Deferred administrative expenses amortized 44,328 
Cost of unpatented mining claims abandoned < 
Exploration expenditures written off oD 
Interest on long-term debt 6,720 
(Gain) loss on disposal of fixed assets (999) 
(Gain) on disposition of a 50% interest in 
mining options (7,398) 
43 ,633 
LOSS BEFORE INCOME TAXES 26,729 
DEFERRED INCOME TAXES REDUCTION (10,300) 
NET LOSS 16,429 
DEFICIT, beginning of year £20,016 
DEFICIT, end of year $137,146 
LOSS PER SHARE (based on 5,415,816 shares 
in 1979 and 4,957,482 shares in 1978) $.003 
FULLY DILUTED LOSS PER SHARE 
(based on 5,515,816 shares in 1979 and 1978) $.003 


1978 


$ 37,607 
1,746 


39,393 


43,961 
tie too 
72,078 
Peel 

347 


135,265 
95,912 


(37,500) 


58,412 


62,305 


$120,717 


Campbell Shar} 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilite Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


STATEMENT OF DEFERRED EXPLORATION AND 
ADMINISTRATIVE EXPENDITURES 
FOR THE YEAR ENDED DECEMBER s taro 


Balance Amortization (1) Balance 
December 31, Expended_ Write off (2) December 31, 
1978 During year During year Eo 
DEFERRED EXPLORATION 
EXPENDITURES 
Albanel Lake Area 
(Formerly Temiscamie West 
and Temiseamie joint) $136,354 Seti? 927 $ - $149,281 
Coulombe Lake 90,208 2,241 - 92,455 
Strip Lake (Leassard Project) 158,582 70,044 - 228,626 
Lae Mesiere 21,041 982 = 28,129 
Lae Due Maures 17,164 362 = 1.520 
Troilus Lake Area 13,914 386 = 14,300 
Nepton Bay 136,617 3,106 = 139,123 
Montauban Township 
(Formerly Poulin option and Z 
Satellite option) 98,939 2,022 100,961 
Hebecourt Township if = - 1 
Bruneau Property 21,208 29,888 = ol, fo0 
Museocho Lake 175.094 473 = 18,467 
Roy Township Property 163 o27 = 690 
Coughlan Lake 335 89 = 424 
Fancamp 963 12 975: (2) - 
726 ,032 122,665 975 847,722 
DEFERRED ADMINISTRATIVE 
EXPENDITURES 123 , 326 90,572 44,328 (1) 129,010 
TOTAL DEFERRED 
EXPLORATION AND 
ADMINISTRATIVE 
EXPENDITURES $849 , 358 $LTS 25% $45 , 303 S971 206 


Campbell Sharp 


LES EXPLORATIONS MUSCOCHO LIMITED 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


STATEMENT OF ADMINISTRATIVE EXPENDITURES 
FOR THE YEAR ENDED DECEMBER 31, 1979 


ADMINISTRATIVE EXPENDITURES 
Legal and audit 
Transfer agents fees 
Office 
Printing and stationery 
Telephone 
Taxes and filing fees 
Travel 


1978 


$ 4,866 
3,042 
14,482 
353 

390 
1,815 


2,374 


$27,322 


Campbell Sharr 


LES EXPLORATION MUSCOCHO LIMITEE 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 3ijlon 


1979 1978 
WORKING CAPITAL INCREASED BY 
Operations 
Loss for year $(16, 429) $(58,412) 
Deferred income taxes reduction (10,300) (3745063 
Cost of unpatented mining claims abandoned : 12 kos 
Deferred exploration expenses written off 975 72,078 
Deferred administrative expenses amortized 44,328 43,961 
Loss (gain) on disposal of fixed assets (999) 347 
(Gain) on disposition of a 50% interest in 
mining options (72391) = 
10,184 325636 
Issue of capital stock - 200,000 
Proceeds of sale of fixed assets 1,000 750 
Proceeds of deposition of a 50% interest in 
mining options 65 ,000 = 
76,184 233,383 
WORKING CAPITAL DECREASED BY 
Unpatented mining claims acquired 400 6,120 
Exploration and administrative expenses before 
depreciation of $2,500 (1978 - $Nil) L702 734 68,642 
Increase in advance to Perch River Mines Limited 2,836 1,880 
Purchase of automotive equipment 10 , 000 = 
183,973 76,642 
INCREASE (DECREASE) IN WORKING CAPITAL (107,789) 106 tae 
WORKING CAPITAL (DEFICIENCY), beginning of year 132,606 (24,135) 
WORKING CAPITAL, end of year $ 24,817 $132,606 


Campbell Sharp 


LES EXPLORATIONS MUSCOCHO LIMITEE 
(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


NOTES TO THE FINANCIAL STATEMENTS 


DECEMBER 31, 1979 


ACCOUNTING POLICIES 
(a) Unpatented mining claims 


The capital cost of producing mining properties is amortized over their 
expected productive life on the straight-line basis. 


(b) Deferred exploration and administrative expenditures 
The company's policy is to defer exploration expenditures on mining properties 
currently in good standing. Upon abandonment of a property the related 
“expenditures are written off. On producing properties the expenditures are 
amortized on the same basis as the capital cost of the claims above. 
Deferred administrative expenditures are amortized over 5 years straight-line. 


(ce) Depreciation 


Automotive equipment is depreciated at 30% per annum on the declining 


balance method. 
Pd 


UNPATENTED MINING CLAIMS 


The company holds a 100% interest in the following unpatented mining claims, at 
cost of claims remaining: 


Museocho Lake Area - 9 claims in 


Hauy Township, Quebec $ 3,419 
Coulombe Lake Area - 35 claims in 

Township 1222, Quebec 2,360 
Albanel Lake Area - 77 claims in 

Township 1531, Quebec 4,410 
Troilus Lake Area - 9 claims in 

Township 1323, Quebec 481 
Nepton Bay Property - 40 claims in 

Roy Township, Quebec Pate 


In addition, the company has interests in the following unpatented mining claims and 
options, at cost less amounts amortized. 


Campbell Sha 


oe 


LES EXPLORATIONS MUSCOCHO LIMITEE 


(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


NOTES TO THE FINANCIAL STATEMENTS (Continued) 


DECEMBER 31, 1979 


UNPATENTED MINING CLAIMS (Cont'd) 


Lae Des Maures Area, Quebec - 12% interest in 
22 claims 
Three J. Syndicate - 1/3 interest. The syndicate 
holds an 8% undivided non-assessable interest in 
14 claims in the Troilus Lake Area, Quebec 
Rouyn - Noranda District - 15 5/9% interest in 
12 claims in Hebecourt Township, Quebec 
Strip Lake (Leassard Project) 18% interest in 
91 claims in Township 1223, Quebec 
Option on additional interest in these claims 
Lac Mesiere Joint Venture - 10% interest in 8 claims 
Montauban Township, Quebec - 50% interest in 
options on a special exploration permit and on 
18 claims and 1 mining concession 
Coughlan Lake, Ontario - option on 33 mining claims 
Bruneau Property - Mining rights on 43 claims in 
Roy and McKenzie Township, Quebec 


EXPLORATION AGREEMENTS 


$81,853 


The company has entered into several exploration agreements pertaining to interests 
held in unpatented mining claims and options. The agreements call for royalty 
payments to be made after commencement of actual production or the expenditure 
of exploration costs in agreed ratios to maintain respective interests in the project. 


INVESTMENTS 


The investments and advance are carried at cost. 


Advance 


1979 

232,870 Shares of Stella Lake Mines Limited $200 , 000 

145,830 Shares of Bruneau Mining Corporation 
(1970) including 95,280 shares 

held in escrow 35,600 

965,000 Shares of Perch River Mines Limited 45 ,375 

280,975 

to Perch River Mines Limited 36 , 216 

$317,191 


1978 


$200,000 


35,600 
45,379 
280,975 
__33,380 


$314,355 


The quoted market price at December 31, 1979 of Bruneau was 80¢ per share. 


Campbell Sharp 


LES EXPLORATION MUSCOCHO LIMITEE 
(Libre de Responsabilité Personelle) 


MUSCOCHO EXPLORATIONS LIMITED 
(No Personal Liability) 


NOTES TO THE FINANCIAL STATEMENTS (Continued) 
DECEMBER 31, 1979 


LONG-TERM DEBT 


The long-term consists of 6% cumulative income debentures redeemable out of 
working capital due December 31, 1989. The following claims have been pledged as 
security for the income debenture: 


Columbe Lake Area 22 claims 
Museocho Lake Area 1 claim 
Albanel Lake Area 43 claims 
CAPITAL STOCK ISSUED 
Number Par 
of shares Value Discount Net 
For cash 4,014,109 $4,014,109 $2,812,785 $1,201,324 
For mining claims 950,000 950,000 855 , 000 95 ,000 
For debentures 205,000 205 , 000 205 , 000 = 
For purchase of assets 246 , 707 246 , 707 192,432 04,275 


9,415,816 $5,415,816 $4,065,217 $1,350,599 


CAPITAL STOCK OPTION 


The company issued a stock option in the year under which 100,000 treasury shares 
may be purchased at 50¢ per share. The option expires September 22, 1981. 


Subsequent to the year end the holder of the option exercised all of his rights and 
acquired 100,000 treasury shares for a cash consideration of $50,000. 


INCOME TAXES 

For income tax purposes, the company claims as deductions exploration expenditures 
sufficient to offset income which would otherwise be taxable. As at December 31, 
1979 the company had $1,154,000 of exploration expenditures which are available to 
reduce taxable income of future years. 


In addition, the company has unclaimed earned depletion allowances of $378,800 
which are available for offset against future resource profits. 
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